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Part 1 - Draft Annual Budget 


1.1 Mayor’s Report 


The Speaker, Municipal Manager, Councillors, Offícials and members of the community: 


It is my pleasure to be able to submit to you the draft Integrated Development Plan for the next five 
years{201 7-2022) as well as the Medium Term Revenue and Expenditure framework (MTREF) for 
2017/2018 up to 2020 through for the Emalahleni municipal council, 

The economic environment in which we as Emalahleni Municipality function is not easy 
considering our high rate of unemployment and poor revenue base made worse, over the past few 
years, by the downtum in the economy caused by the world economic recession resulting in such 
negative economic contributors as sky rocketing fuel and food prices 


In the light of these factors over which we have little or no control we are faced as a municipality 
with a daunting task and the challenge of 

> Huge backlogs in service delivery, 

> The socio-economic problems of high unemployment and poverty levels. 

And the realisation that solutions to these challenges can potentially be in conflict with or 
complement each other. 


Today I am able to report to you on the progress made in implementing financial controls, processes 
and procedures resulting in the drafting of a credible IDP and a credible budget linked and driven 
by our IDP and the national key performance areas of: 


> Service delivery 

> Financial viability and management 

> Local economic deveiopment 

> Municipal instìtutional development and transformation. 

> Good governance and public participation 


We as Council committed ourselves to lead by example in ensuring strict financial oversight and 
complìance wìth the guidelines of National Treasury as set out in circular 51 - 75 and 66 of the 
MFMA. 

To achieve this, we as the Council and Executive Committee committed ourselves to providing 
leadership based on a culture of honesty, ethical business practices and good governance by 
exercising our oversight responsi bi lity regarding financial and performance reporting as well as 
adherence to compliance and implementation of internal controls. 
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Aflow me now to highlight areas of focus within our departments 


Corporate services 

Our organogram has been developed to ensure that it is consistent with the needs of the 
organisation. In the months ahead we will be implementing the budgeted positions as 
approved and adopted by Council with this budget. 

The effectiveness of the governance systems is being assessed and staff within the 
institution must work in an integrated and focussed manner driven by the IDP, 

We are striving that Emalahleni Municipality becomes an employer of choice that 
capacitates both the councillors and staff. 

We wìll also be implementing a project to improve the connectivìty 

Infrastructure Development and Human Settlements (IDMS) 

The focus of MIG funding wìll be to ensure that projects are identified within EDTA, 
community and infrastructure to ensure the maximum impact on our community. 

The emphasis will be on finalising our road projects and continuing on the electrification of 
our villages. 

An area we will focus on in the new year will be to address the office space of the 
institution. 

A number of roads will be maintained and constructed in the 2017/18 financial year. 

We have allocated R17.421 million to construction and paving of roads in the 2017/18 
financial year. 

Economic Development Tourism and Agriculture (EDTA) 

The 5 year IDP which has been developed and is tabled for adoption today is a reflection of 
community, sectoral and stakeholder input and invo!vement and will be our guide over the 
remainder of our term of office. 

Local economic development is a crosscutting function which requires the involvement of all 
within the institution, 

The Elithini Coal Mine is temporarily closed, however there has been political engagements 
with the Provincial Government on the status of the mine. There are other small scale mining 
activities in a form of sand mining and the brick making The municipality is in a process of 
exploring potential growth out of those small scale mining activities through supporting brick 
makers from Indwe and Dordrecht to supply their bricks and material in housing projects. 

We have within the spatial development framework of our IDP focussed on potential areas 
of growth and despite our limited resources have accessed resources to develop these 
potential areas of economic growth through led projects 

We plan to utilise our interactions with business forums to assist them to bring together 
established and emerging businesses to share experience and ideas. 


Community Services 
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The areas I wish to highlight within the Community Services directorate relate to revenue 
enhancement and solid waste sites. 

The development and establishment of a traffic section within Emalahleni municipality has 
been identified as a source of revenue enhancement coupled to ensuring the safety of our 
community and to this end we will be starting the process to establish such a department in 
the new financial year. 

The solid waste site and its completion remain a priority and we will continue in the new 
financial year to access and allocate funds to this critical area within community services. 

An amount of R 3 million has been budgeted for funding the construction of a landfill site. 

Finance 

The process is ongoing to ensure credible data that forms the basis of our financial 
reporting and to this end we will ensure that the SEBATA system is implemented and used 
as a management tool. 

The ìntroduction of mSCOA has proven to be a challenge however the municipality has put 
all its resources to ensure that the Municipality is mSCOA compliant by 1 July 201 7 as 
required by National Treasury. 

As a municipality we are grant dependant and to this end ît is necessary to continue 
looking for opportunities to expand the revenue base to reduce our dependence on grant 
funding and improve our financial viability. Hence one of the projects under financial 
viability is the data cleansing and revenue enhancement in Lady Frere. 

In the new financial year we will look to ward councillors and committees in assisting us 
with our debt management and will further table to council strategies and plans to improve 
our current collection and payment rate to up to at least 55 %. 

Budget figures 

The budget we table today projects the following: 

Increases 

The tariff increases on services will be an average of 6.4% 

Electricity has been increased by an average of 1.88% in line with NERSA guidelines. These 
tariffs are subject to approval by NERSA. 

By-laws and policies 

Council has by- laws and policies in place which will be subjected to continuous reviews so that 
they remain relevant. 
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Income and expendíture 
Operating budget 

Total Revenue: R 186, 953 million 

Total Expenditure: R 186, 942 million 

Projected surplus: R 11 thousand 

The implication of this is to alert us to the need for strict budget implementation and control during 
the financial year. 

Capital budget: 

Grant Funding: R 32.358 million 

Own Funds: R 8.0 million 

Total Capital Expenditure: R 40.358 million 


I hereby table the Medium term Revenue and Expenditure Framework for 2018 through 
2020 for adoption by the Emalahleni Municipal Council as per the resolutions under the 
item and budget document. 



CLLR N. NYUKWANA 
MAYOR 
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1.2 Council Resolutions 

The Council approves and takes the following resolutions for the final annual budget 
(MTREF) of 2017/18 financial year: 

The Council of Emalahleni Municipality, acting in terms of section 24 of the Municipal 
Finance Management Act, (Act 56 of 2003) approves: 


1 .1 .The annual budget of the municipality for the financial year 2017/18 and the multi- 

year and single-year capital appropriations as set out in the following tables: 

1.1.1. Budget Summary reflected in Table A1 

1.1.2. Budgeted Financial Performance (revenue and expenditure by standard 
classification) reflected in Table A2; 

1.1.3. Budgeted Financial Performance (revenue and expenditure by municipal 
vote) reflected in Table A3; 

1.1.4. Budgeted Financial Performance (Revenue and Expenditure) reflected in 
Tabîe A4; 

1.1.5. Multi-year and single-year capital appropriations by municipal vote and 
standard classification and associated funding by source reflected in Table A5 
as well as individual capital projects reflected under SA36; 


1 ,2.The financial position. cash flow budget, cash-backed reserve/accumulated surplus, 
asset management and basic service delivery targets are approved as set out in the 
following tables attached in the budget documentation: 

1 .2.1. Budgeted Financial Position reflected in Table A6; 

1 .2.2. Budgeted Cash Flows reflected in Table A7; 

1 .2.3. Cash backed reserves and accumulated surplus reconciliation reflected in 
table A8; 

1 .2.4. Asset management in Table A9; and 

1 .2.5. Basic service delivery measurement reflected in Table A10. 


2. The Council of Emalahleni Municipality, acting in terms of section 75A of the Local 
Government: Municipal Systems Act (Act 32 of 2000) approves and adopts the following 
tariffs as set out and included in the budget documentation, with effect from 1 July 2015: 

2.1 .The tariffs for property rates which are increasing on average by 6.4 % (percent) 

• Residential 0.0092c/R 

• Undeveloped land 0.0092c/R 

• Municipal Buiìdings/Properties Oc/R 

• Business 0.01 38 c/R 

• Government 0.01 38 c/R 

• Agriculture 0.0020 c/R 

• Public Service Infrastructure Oc/R 

• Public Benefit Organisations 0.0023 c/R 
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2.2. The tariffs for electricity has been increased by an average of 1 .88% in line with 
NERSA guidelines. These tariffs are subject to approval by NERSA. 

2.3. The tariffs for solid waste sen/ices which are increasing on average by 6.4 % 
(percent). 

3. The Council of Emalahleni Municipality, acting in terms of 75A of the Local Government: 
Municipal Systems Act (Act 32 of 2000) approves and adopts with effect from 1 July 
2017 the tariffs for other servìces, which are increasing on average by 6.4 percent. as 
set out in the attached budget documentation as (Annexure ). 


4. Council resoìves that the budget related policies reflected and listed below are approved 
for the budget year 201 7/1 8 

• Property Rates policy 

• Budget Policy 

• Tariff policy 

• Indigence Policy 

• Credit control and Debt collection 

• Cash Management and lnvestments policy 

• Asset and Disposal Management policies 

• Funding and Reserve policy 

• Debt and Borrowing policy 

• Fleet Management poiicy 

• Virements policy 

• Petty Cash Policy 

• Supply Chain Management policy 

5. Council resolves that the filling of the vacant posts as identified by Municipal Manger 
and tabled to Executive Committee, be approved. 


6 To give proper effect to the municipality’s annual budget, the Council of Emalahleni 

Municipality approves: 

That cash backing is implemented through the utilisation of a portion of the revenue 
generated from property rates to ensure that all capital reserves and provisions, unspent 
long-term loans and unspent conditional grants are cash backed as required in terms of 
the municipality's funding and resen/es policy as prescribed by section 8 of the Municipal 
Budget and Reporting. 
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1 .3 Executive Summary 

The application of sound financial management principles for the compilation of the Municipality’s 
financial plan is essential and critical to ensure that the Municipality remains financially viable and 
that municipal services are provided sustainably, economically and equitably to all communities, 
The Municipal Budget and Reporting Regulations, as well as various circulars issued by National 
Treasury, provides the guidance for budget preparation by local government. 

The Municipality’s business and service delivery priorities were reviewed as part of this year’s 
planning and budget process. In addition, the municipality during March 2017 proactively embarked 
on a strategic long-term financial sustainability exercise in order to ensure that this budget, as well 
as future budgets, is compiled to ensure that services to the community remains at high levels 
without overburdening the consumers of municipal services with excessive tariffs. 

The main items identified by the strategic planning exercise can be summarised as follows: 

• lmproved service delivery; 

• Underdeveloped areas; 

• lmpoverished communities; 

• Co-operative governance; 

• Unfunded mandates, core functions service delivery agents; 

• Land availability for e.g, economic development; 

• Land availability for establìshing tip-sites; 

• Altemative service delivery options; 

• Obtaining a “clean audit” inclusive of performance management; 

• Delegation- and procedure manuals; 

• Risk management; 

• lmproved planning and beyond 5 years; 

• High crime rate; 

• Service delivery backlogs; 

• lmproved maintenance programs; 

• Local economic development facilìtation; 

• Adequacy of municipal reserves and financial sustainabilìty; 

• Curtail electricity losses; 

• Tourism initiatives; and 

• lmproved public participation. 


For each of these risk areas the munìcipality is compiling business plans in order to prioritise 
expenditure according to the risk ratings. These business plans will all be implemented over the 
MTREF period according to available funding; however, in the 2017/2018 financial year limited 
provision was made for the implementation of the business plans. 

The Municipality has also embarked on implementing a range of revenue collection strategies to 
optimize the collection of debt owed by consumers. Furthermore, the Municipality has undertaken 
various customer care initiatives to ensure the municipality truiy involves all citizens in the process 
of ensuring a people lead government. The municipality, however, acknowledges that there can 
never be too much information and involvement in its interaction with the public at large, and for that 
reason it is still identified as a major risk area. 

National Treasury’s MFMA Circulars No. 58, 59, 66, 71, 72, 74and 75as well as the Strategic 
Workshops and IDP consultation processes, were mainly used to guide the compilation of the 
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2017/18 MTREF. Some of the key challenges faced by the municipality when compiling the budget 
were: 

• The ongoing difficulties in the national and local economy; 

• Aging roads and electricity infrastructure; 

• The need to prioritise projects and expenditure within the existing resource envelope; 

• The increased cost of electricity (due to tariff increases from Eskom) , which is placing upward 
pressure on service tariffs to residents. Continuous high tariff increases are not sustainable 
- as there will be a point where services will no-longer be affordable; 

• Wage increases for municipal staff that continue to exceed consumer inflation, as well as 
the need to fill critical vacancies; 

• Affordability of capital projects and the resultant operational costs associated with new 
infrastructure projects; and 

The municipality is in a healthy financial position; however, it needs to at least stabilise and further 
strife to continuously better its financial position, coupled with acceptable levels of servìce delivery 
at affordable tariffs. The retention of sufficient cash-backed reserves is critical for the long-term 
sustainability of the municipality. The municipality is striving to establishing a Capital Replacing 
Reserve to fund future capital projects to help mitigate the over dependence on grants for funding 
capital projects. 

The following budget principles and guidelines directly ìnformed the compiiation of the 2017/18 
MTREF: 

• The 2016/17 Adjustments Budget priorities and targets, as well as the base line allocations 
contained in that Adjustments Budget were adopted as the upper limits for the new baselines 
for the 201 7/1 8 annual budget; 

• Tariff and property rate increases should be affordabie and should generally not exceed 
inflation as measured by the CPI, except where there are price increases in the inputs of 
services that are beyond the control of the municipality, for instance the cost of bulk 
electricity. In addition, tariffs need to remain or move towards being cost reflective, and 
should consider the need to address infrastructure backlogs; 

• There will be no budget allocated to national and provincial funded projects unless the 
necessary grants to the municipality are reflected in the national and provinciai budget and 
have been gazetted as required by the annual Division of Revenue Act; 

• The budget must be spent in full. and all grants should be utilised in full; 

In view of the aforementioned, the following table is a consolidated overview of the proposed 
2017/18 Medium-term Revenue and Expenditure Framework: 
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Total operating revenue has decreased by 5.3 per cent for the 2017/18 financial year when 
compared to the 2017/17 Adjustments Budget. For the two outer years, operational revenue will 
increase by 4.2 and by 1 .0 per cent respectively. The main reason for the decrease in revenue is a 
decrease in other revenue, 
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Total operating expenditure for the 2017/18 financial year has been appropriated at 
R186 942 million and translates into a budgeted deficit of R32 347 million before capital transfers. 
When compared to the 2016/17 Adjustments Budget, operational expendìture has decreased by 
4.6per cent in the 2017/18 budget and increases by 6.6 and increase by 6.0 per cent for each of the 
respective outer years of the MTREF. The operating deficit, after capital grant transfers, for the two 
outer years increases to R4 125million for the 2018/2019 fìnancial year and then increases to 
R12 627 million for the 2019/2020 financial year. The main reason for the increase in deficit is the 
increasing expenditure with no corresponding increases in Revenue. 

The capital budget of R440 358 million for 2017/18 will show a decrease when compared to the 
2016/17 Adjustment Budget. The latter has to do how the municipality has implemented its capital 
programmes and specifically its MIG allocation in the pass. The capital programme increases to 
R43 519 million in the 2018/19 financial year and then in 2019/20 increases to R44 300 million. 

As indicated above no borrowing for capital projects is planned. The municipality is still well within 
the limits of its borrowing capacity but will raise very limited loans in the near future in order to curtail 
possible rising debt servicing costs. 


1.4 Operating Revenue Framework 

For Emalahleni Municipality to continue improving the quality of services provided to its citizens it 
needs to generate the required revenue, In these tough economic times strong revenue 
management is fundamental to the financial sustainability of every municipality, The reality is that 
we are faced with development backlogs and poverty. The expenditure required to address these 
challenges will inevitably always exceed available funding: hence difficult choices have to be made 
in relation to tariff increases and balancing expenditures against realistically anticipated revenues, 

The municipality will also have to look at to revamp its revenue enhancement strategy. The latter 
will assist the municipality to identify areas to improve their revenue collection. In the absence of a 

revenue enhancement strategy, the following information were use to help the municipality’s 

revenue management 

• National T reasury’s guidelines and macroeconomic policy, 

• Limited growth in the Municipality and continued economic development; 

• Efficient revenue management, which aims to ensure an improve percentage increase in 
annual collection rate for property rates and other key service charges. This percentage is 
low compared to past history, but is being calculated conservatively due to the signs of 
financial stress currently being experienced; 

• Electricity tariff increases as approved by the National Electricity Regulator of South Africa 
(NERSA); 

• Achìevement of full cost recovery of specific user charges especially in relation to trading 
services: 

• The municipality’s Property Rates Policy approved in terms of the Municipal Property Rates 
Act, 2004 (Act 6 of 2004) (MPRA); 

• Increase ability to extend new services and recover costs; 

• The municipality’s Indigent Policy and rendering of free basic services; and 

• Tariff policies of the Municipality. 

The inflation forecasts for the MTREF period is on average 5.9 % per annum. The municipality’s 
aim is to not exceed inflation in its annual tariff adjustments but external factors such as the Eskom 
increases and which are beyond the control of the municipality hampers this goal. 
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The following table is a summary of the 2017/18MTREF (classified by main revenue source): 
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The percentage revenue from own sources increases during the budget year. In the two outeryears 
of the MTREF the increases in revenue is fairly consistent, except electricity which is projected to 
increase by much higher percentages due to the increases allowed by NERSA. The growth in 
revenue contributions are indicated below (Excluding Capital Transfers). In line with the formats 
prescribed by the Municipal Budget and Reporting Regulations capital transfers and contributions 
are excluded from the operating statement, as inclusion of these revenue sources would distort the 
calculation of the operating surplus/deficit. 
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Revenue generated from rates and services charges forms a significant percentage of the revenue 
basket for the Municipality, but operating grants forms the major funding source. 

This growth can be mainly attributed to the increased share that the sale of electricity contributes to 
the total revenue mix, which in turn is due to rapid increases in the Eskom tariffs for bulk electricity. 
The above table excludes revenue foregone arising from discounts and rebates associated with the 
tariff policies of the Municipaiity Details in this regard are contained below: 
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Tariffs for indigent households are set out below 


1 

Rates free of charge to the value based on market value of his property to the maximum of 
R70 000 

2 

50 kWh free electricìty per month 

3 

Free refuse x 4 removal per month 


Operating grants and transfers totals R132 654 million in the 2016/17 financial yearand decreases 
to R123 841 million by 2017/18. Operating grants usually fluctuates upwards or downwards from 
year-to-year, as the revenue recognition for such grants depends only on compliance with any 
conditions attached to such grants and it is also dependant on the funding available from the other 
spheres of Government. The unconditional Equitable Share Grant, however, is a grant growing 
annually according to a formula determined nationally and such formula is applicable to all local 
authorities on an equal basis. The contribution for Councillors Allowances also increased 
significantly for the budget year. The following table gives a breakdown of the various operating 
grants and subsidies allocated to the municipality over the medium term: 
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Revenue from capital transfers is indicated below is growing steadily from R30 170 in 2017 to R35 
876 million over the MTREF period. 
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Total revenue per municipal vote. including capital transfers, is listed below 
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Tariff-setting is a pivotal and strategic part of the compilation of any budget. When rates. tariffs and 
other charges were revised. local economic conditions. input costs and the affordability of services 
were taken into account to ensure the financial sustainability of the Munìcipality. 

National Treasury continues to encourage municipalities to keep increases in rates, tariffs and other 
charges as low as possible. Municipalities mustjustify in their budget documentatìon all increases 
in excess of the 4.8 per cent upper boundary of the South African Reserve Bank’s inflation target. 
Excessive increases are likely to be counterproductive. resulting in higher levels of non-payment, 

The percentage increases of Eskom bulk tariffs are far beyond the mentioned inflation target. Given 
that these tariff increases are determined by an external agency, the impact it has on the 
municipality’s electricity tariffs are largely outside the control of the Municipality. Discounting the 
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impact of these price increases in lower consumer tariffs will erode the Municipality’s future financial 
position and viability. 

The municipality budgets for the non-payment of accounts based on past experience of recovery 
rates. The municipality applies it Credit Control Policy stringently but there are always situations 
where there are defaults on payment. The contribution for bad debt is increasing from 
R2 526 million in 2016/17 to R2 800 million in 2017/18 financial year. 

It must also be appreciated that the consumer price index, as measured by CPI, is not a good 
measure of the cost increases of goods and services relevant to municipalities. The basket of goods 
and services utilised for the calculation of the CPI consist of items such as food, petrol and medical 
services, whereas the cost drìvers of a municipality are informed by items such as the cost of 
remuneration, bulk purchases of electricity and water, petrol, diesel, chemicals, cement etc. The 
current challenge facing the Municipality is managing the gap between cost drivers and tariffs levied, 
as any shortfall must be made up .by either operational efficiency gatns or service level reductions, 
Within this framework the Municipality has undertaken the tariff setting process relating to service 
charges as follows. 


1.4.1 Property Rates 

Property rates cover the cost of the provision of general services. Determining the effective property 

rate tariff is therefore an integral part of the municipality's budgeting process. 

National Treasury's MFMA Circular No. 51 deals, inter alia with the implementation of the Municipal 
Property Rates Act, with the regulations issued by the Department of Co-operative 
Governance. These regulations came into effect on 1 July 2009 and prescribe the rate ratio for the 
non-residential categories, public service infrastructure and agrìcultural properties relative to 
residential properties to be 0.25:1 . The implementation of these regulations was done in the previous 
budget process and the Property Rates Poiicy of the Municipality has been amended accordingly. 

The following stipulations in the Property Rates Policy are highlighted: 

• The first R1 5 000 of the market value of a property used for residential purposes is excluded 
from the rate-able value (Section 17(h) of the MPRA); 

• 100 per cent rebate will be granted to registered indigents in terms of the Indigent Policy to 
a maximum valuation of R80 000; 

• The limit for indigent households is twice the amount of government social pensions. 

The municipality investigates a tariff structure consistent with operational requirements but also to 
ensure that the ratepayers are not over-burdened. 

The categories of rateable properties for purposes of levying rates and the proposed rates for the 
2017/18 financial year based on a general 6.4 per cent increase from 1 July 2017. 
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cuMtarr 

YEAR 

16/17 

BUDGET 

YEAR 

17/lB 

BUDGET 

YEAR+1 

18/19 

BUDGET 

YEAR+2 

19/20 


Ratios 

ExdVat 

ExdVat 

ExdVat 

ExdVat 

ASSESSMENTRATES 






Resíderrtíal 

L00 

0.0087 

0.0092 

0.0098 

0.0103 

Undeveloped land/Vacant Eand 

1.00 

0.0067 

0.0092 

0.0098 

aoio3 

Busíness 

L50 

0.0130 

0.0138 

0.0147 

0.0155 

6ovemment 

L50 

0.0130 

0.0138 

0-0147 

aoi55 

Agriailture/Fafms 

□-25 

0.0022 

0.0023 

0.0024 

0.0026 

PublicSenrice Inünrtructuíe 

0.00 

0.0000 

0.0000 

0.0000 

0,0000 

Public Beneht Ofganisation 

0-25 

0.0022 

0l0O23 

0.0024 

aoo 26 

Indlgent subsldy will be based on market value of R 80 DOO for property rates 







1.4.2 Sale of Electricity and Impact of Tariff Increases 


Electricity has been increased by an average of 1 .88% in line with NERSA guidelines. These tariffs 
are subject to approval by NERSA. 

Considering the Eskom increases. the consumer tariff had to be increased by 1 .88%per cent to 
offset the additional bulk purchase cost from 1 July 201 7. Furthermore. it should be noted that given 
the magnitude of the tariff increase, it is expected to depress growth in electricity consumption, 
which will have a negative impact on the municipality’s revenue from electricity. Registered indigents 
will again be granted 50 kWh per 30-day period free of charge. 

ELECTRICTTY TARIFFS & CHAR6ES 

Standard interest -i- 1.00% would be charged on all late payments 
Implementation subjectto NERSA approval 

Tartffs are applicable throughout Emalahleni Munidpalíty unless Indlcated otherwlse 
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CURHENT 

YEAR 

16/17 

BUDGET 

YEAR 

17/ U 

BUDGET 

YEAR+1 

18/19 

BUDGET 

YEAR+2 

19/20 , 

Ratios 

ExdVat 

Excl Vot 

Exd Vat 

Exd Vat 

llUCTIUCITY - TD BE ÀPPftOVEO 8 Y NERSA 











iRdtmbnwfd 






Blodt 1-0-50 Kwh 


0.88 

0.90 

0.95 

LOl 

Blodt2- j>l - 350Kwh 


1.12 

L14 

1*21 

L2B 

Blodt 3 - 351 - 600 Kwh 


1*48 

L50 

L59 

L6B 

flÌodc4 - > 600 Kwh 


1.75 

L78 

1*88 

L99 

Doraestíc^^^feB^ApFÇfìaiib gfigtfoPhase 






Blodc 1-0-50 Kwh 


0.88 

^90 

0.95 

LOl 

Blodt2 51 - 350Kwh 


1-12 

L14 

1.21 

L28 

Blodc 3 - 351 600 Kwh 


1-52 

L55 

L64 

L73 

Btodc4 - > 600 Kwh 


L79 

L82 

1.93 

L04 

DomestkConvefitlofial & PrepiUü Thtee Phise 






Blodc 1-0 50 Kwh 


LIB 

L20 

1.27 

L35 

Blodc 2-51 - 350 Kwti 


1*29 

L31 

1.39 

1*47 

BJodt 3 - 351 - 600 Kwh 


1*56 

L59 

L68 

L78 

BJodc4- >600 Kwh 


1.79 

L82 

L93 

2.04 

fcoMMtlOM 






SMAll£ZMK*h 






C0NVDVT1ONAl SINGIE PHA5E 






Baslc Oiorge /month 


359.25 

381*52 

403.65 

427.06 

EnPfffy diar^e kWh 


1.38 

L46 

155 

L64 

CONVENIH)NA11TMEE PHA5E 






Baslc üharge /month 


734.77 

780.33 

82548 

873.47 

Enerny charge; lcWh 


1*38 

146 

L55 

L64 







Pfepaid-Sinçiephase 


1*84 

L88 

L98 

210 

Prepald - Three phase 


LB7 

L91 

2.02 

Z13 

LAR6E>3SOOKwh[Ocxìietíit liM e] 






Basic Chw^e /month 


739.17 

785.00 

83043 

878.70 

Enerfy charge kWh 


0.81 

0.82 

0.87 

0.92 

Demandr R/kVA 


i9zn 

195.72 

207.07 

219.06 

mmarnnTMioH 






Kva meter * Kwh 


L09 

LU 

1.17 

L24 

- Kva 


120.77 

123.04 

130.18 

137.73 







smtfe&ThreePhase 


L38 

L40 

L49 

147 

bcminwmrAi/^iico uymwnwT^ 






0COST 












ÌSTOFFENCE 


ìsoaoo 

1650.00 

1850.00 

1957.00 

2NDOFFENCE 


3000.00 

3 300,00 

3550.00 

3756.00 

FEF 








3882.83 

4108.04 

4 346.30 

4596.39 

CONíNiCTION^ 






Domestlc- Slnÿe Phase 


90340 

955.79 

101L23 

1069.as 

BusJness 


1699.23 

1797.79 

1902.06 

201Z36 

BusJpess/Commerdal ( 100 Kv«| 


5116.89 

5413.66 

5 727*66 

6059.86 

BusJness/Commerdal - Three Phase^OiÇja^^ 


13 05649 

13 814.19 

14 61541 

15463.11 


Electricity is regarded as a trading account which should make a profit, although NERSA monitors 
and limits this profit to about 10% if possible. The municipality does not make a profit on electricity 
and must implement ways of achieving a profit, without overburdening the consumers with 
exorbitant tariffs. 

Electricity line losses should be continuously monitored as it can represent a significant financial 
loss for the municipality. In general electricity line losses of 10% are being regarded as “acceptable” 
in the industry and Emalahleni Municipality is wetl above that norm. 
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Comparison between current electricity charges and increases 

It should further be noted that NERSA has advised that a stepped tariff structure must be used. The 
effect thereof will be that the higher the consumption, the higher the cost per kWh. The aim is to 
subsidise the lower consumption users (mostly the poor).The Municipality should comply with this 
requirement. 

1 .4.3 Waste Removal and Impact of Tariff Increases 

The Municipality should implement a solid waste strategy to ensure that this service can be rendered 
in a sustainable manner over the medium to long-term. The main cost drivers for this section are 
repairs and maintenance on vehicles, increases in general expenditure such as petrol and diesel 
and the cost of remuneration. In addition, the costof new ìandfill sites, the effect of depreciation and 
rehabilitation on these landfill sites all plays an important role as cost drivers. Considering the deficit, 
it is recommended that a comprehensÌve investigation into the cost structure of solid waste function 
be undertaken, and that this include investîgating alternative service delivery models. The outcomes 
of this investigation should be incorporated into the next planning cycle. 

Higher increases then inflation will not be viable in 2017/18 owing to the significant increases 
implemented in previous financial years as well as the overall impact of higher than inflation 
increases of other services. Any increase higher than 6 per cent would not only be counter- 
productive and will result in affordability challenges for individual rates payers raising the risk 
associated with bad debt, but also, although on a small scale, not assisting the national government 
in reaching the CPIX target of between 3 and 6 percent. 

The following table compares current and proposed amounts payable from 1 July 2017: 

Comparison between current waste removal fees and increases 




CURRENT 

YEAR 

16/17 

BUDGET 

YEAR 

17/18 

BUDGET 

YEAR+1 

18/19 

BUOGET 

YEAR+2 

19/20 


Ratios 

ExdVat 

ExdVat 

ExdVat 

ExdVat 


Domesticconsumen 


74.78 

79-42 

84.11 

88.99 

Commerdal consumen 

14934 

158-82 

168.19 

177.94 

6ovemmentconsumers 

37331 

67 

420.07 

444.44 






Indigents 

74.78 

79.42 

84.11 

88.99 

Subsidy-100% 


74.78 

79.42 

84.ll! 

88.90 

Effedned»|e 

0.00 

0.00 

ODÛ 

0.00 






Spedal refuse collection 

27332 

289.39 

306.17 

323.93 

Spedal refuse collection - etwerrjuent and Commerdal 

325.04 

343.89 

363.B4 

384.94 

Coiection of prden refuse 

27332 

289.39 

306.17 

323.93 

Tree-cuttìn§insideysrd 

3089.35 

32033 

3458.11 

3658.6E 

Buildingrubble-perlDad 

316.26 

334.60 

354.01; 

37454 
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1 .4.4 Overall impact of tariff increases on households 

The following table shows the overall expected impact of the tariff increases on different households. 
The National Treasury adjusted the way comparatives are bemg calculated and for that reason 
current tariffs are unfortunately not included. 

Note that in all instances the overall impact of the tariff increases on household's bills has been kept 
to about 10.196, excluding the electricity adjustments 
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1.5 Operating Expenditure Framework 

The Municipaìity’s expenditure framework for the 2017/18 budget and MTREF ìs informed by the 
following 
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- Guidance provided by National Treasury in Circulars 58, 59, 66, 71, 72. 74, 75, 78. 80, 85 
and 86; 

• Balanced budget constraint (operating expenditure should not exceed operating 
Revenue) unless there are existing uncommitted cash-backed reserves to fund any deficit; 

Fundìng of the budget over the medium-term as informed by Section 1 8 and 1 9 of the 
MFMA; 

The capital programme is aligned to the asset renewal strategy and backlog 
eradication plan; 

Operational gains and efficiencies will be directed to funding the capital budget and other 
core services; and 

• Limitation on tariff increases. 

The following table is a high level summary of the 2017/18budget and MTR£F : (dassified per main 
type of operating expenditure); 
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The budgeted allocation for employee related costs for the 2017/18 financial year totals 
R76 962 million, which equals 41 per cent of the total operating expenditure. This percentage 
increases to 42 and 43 per cent in the outer years of the MTREF period. Should electricity bulk 
purchases and depreciation be excluded, in order to compare ìt with other municipalities on a more 
equal basis, the costs represent 53 per cent of the expenditure and increases to 54 and 55 per cent 
in the outer years. Based on the guidance provided by National Treasury in Circular 86 and in the 
absence on a new collective agreement on increases, salary increases have been factored into this 
budget at a percentage increase of 9 per cent (including the notch increases of 2.5 96) for the 
2017/18 financial year, An annual increase of 9 per cent has been included in the two outer years 
of the MTREF. 

The cost associated with the remuneration of councillors is determined by the Minister of Co- 
operative Governance and Traditional Affairs in accordance with the Remuneration of Public Office 
Bearers Act, 1998 (Act 20 of 1998). The most recent proclamation in this regard has been 
considered in compiling the Municipality’s budget. 

The provision of debt impairment was determined based on an annual collection rate of 49 per cent 
and the Debt Write-off Policy of the Municipality. For the 2017/1 8 financial year, this amount equates 
to R2.8 million and escalates to R3 125 million by 201 9/20.While this expenditure is a non-cash flow 
item, it informed the total cost associated with rendering the servìces of the municipality, as we!l as 
the municipality’s realistically anticipated revenues. 

Provision for depreciation and asset impairment has been informed by the Municipality’s Asset 
Management Policy. Depreciation is widely considered a proxy for the measurement of the rate of 
asset consumption. Budget appropriations in this regard total R24 729 million for the 2017/18 
financial and equates to 13,2 per cent of the total operating expenditure. In order to measure it 
against other municipalities, if electricity bulk purchases are eliminated, it represents 14.5 per cent 
of the expenditure. The average for local municipalities in recent research is 13,76 per cent, and 
this small dìfference indicating that expected useful lives and depreciation rates are realistic. 


Bulk purchases are dìrectly informed by the purchase of electricity from Eskom, The annual price 
increases have been factored into the budget appropriations and directly inform the revenue 
provisions. The expenditures include distribution losses. Electricity bulk purchases represent 9 per 
cent of expenditure and ìncrease to 8,9 per cent and 8.3 per cent in the outer years. If depreciation 
is excluded, the percentage is 10.2per cent for the budget year, 

Natìonal Treasury is introducing a new Chart of Accounts and additional expenditure line-items in 
the budget. One of these line-items is “Other materials”. Other materials comprise of amongst others 
the purchase of fuel, diesel, materials for maintenance, cleaning materials and chemicals. This 
group of expenditure has been identified in order to measure sustainability of the Municipality’s 
infrastructure. The municipality’s financial systems are, however, not yet ready to implement this 
change and will be addressed in future budgets. 

Main operational expenditure categories for the 2017/18 financial year 
1.5.1 Priority given to repairs and maintenance 

Aligned to the priority being given to preserving and maintaining the Municipality's current 
infrastructure, the 2017/18 budget and MTREF provide for extensive growth in the area of asset 
maintenance, as informed by the asset management policy and repairs and maintenance plan of 
the Municipality. In terms of the Municipal Budget and Reporting Regulations, operational repairs 
and maintenance is not considered a direct expenditure driver but an outcome of certain other 
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expenditures, such as remuneration, purchases of materials and contracted services. Considering 
these cost drivers, National Treasury requires municipalities to adapt their costing systems to reflect 
these costs as Repairs and Maintenance. The municipality financiat systems, as yet, cannot provide 
for this request and it will be implemented in future budgets. 

During the compilation of the 2017/18 MTREF operational repairs and maintenance was identified 
as a strategic imperative owing to the aging of the Municipality’s infrastructure and historic deferred 
maìntenance, To this end, the municipality identified this, together with other strategic items, as 
priority to be investigated and changes to be incorporated into the next budget, if not already to the 
2017/2018 Adjustments Budget.The table below provides a breakdown of the repairs and 
maintenance in relatìon to asset class: 


24 


Emalahlení Munícipality 


2017/18 Draft Annual Final Budeet and MTREF 


ËCt3atjMMHw»HE[:>-BuppimhiiiT»waaj4cB«pẅ*iinlaalnttiianc»«MyBmmranvaM«ictt«» 



Rcf 

2113/14 






2117/11 llartiiiíii Tcrm ttâwcn» 1 


2114/15 

2ti5ni 

Current y«ar 2116/17 












Lpwíflm* Framcwort 


1 

rttfftttül 

AwtttMl 

flutfèlid 

Ohgènal 

j AtftuateS 

Futt Year 

ButfBd V«ar 

ButfuetYMf 

Budget Year 



Outcomc 

OutMMTO 

OulcaiM 

Btidpd 

DudOtt 

Foncpt 

2917/11 

♦1 Miirti 

422119« 

joJotiDiöm 


2 241 

iisr 

3413 

3CN 

27H 

2 711 

31» 

JMI 

3111 

RMtMmait 


two 

1 569 

27ü 

2200 

1 3tfc 

13H 

2 000 

2020 

2040 

Rcads 


«40 

1245 

r 7532 

2000 

t 116 

1 116 

- 

_ 

_ 

ftoad Srumm 


250 

33* 

237 

200 

2» 

200 

1700 

1717 

1734 

RoaúFmtm 








300 

303 

306 









- 

- 

_ 



1056 

331 

634 

1*W 

1400 

r 1400 

1» 

112 

m 

Dukuÿe Cdtec tẅr 


- 

* 


- 

- 

- 

- 

- 

_ 

SawsWCi j/i ,i 


226 

331 

* €34 

700 

700 

700 

m 

m 

1G 

ẄBBItíOOB 


E30 

- 


700 

700 

700 

- 

- 

- 



- 

- 

- 

- 

- 

- 

190 

B» 

909 









- 



wsunsta^i 










_ 

W Smtìẁìç OaOon 










- 









- 

_ 

. 

WMrrtw 








132 

133 

135 









- 

- 

_ 

WNtímẂj 








308 

311 

314 

LV Ntíwatts 








450 

455 

45» 

C&iäSpan* 








- 

- 

- 

ẀHTffîTWTfflYftaffi 


m 

715 

152 

TM 

721 

721 

«54 1 

M4 

173 

Factttt 


m 

r», 

752 

751 

721 

721 

‘ ‘'834 j 

142 

151 

Hŵ 


”BT 

2* 

287 

38û' 

3» 

3» 

440 

444 

449 

Cdrra 



> 


170 

140 

«0 

_ 


_ 

Crrttes 


-r 

- 

> 

_ 



_ 

_ 

_ 



- 



- 

- 


160 

162 

163 

Poêdo 


V 

47B 

465 

200 

200 

200 

_ 

_ 

_ 









_ 

_ 

_ 

PJb$c Cfeca Spaee 








234 

236 

230 

Sw mó iwwi FadMct 


- 

* - 

- 

- 

- 


1» 

12T 

122 

inóooí FadÊOes 








_ 


_ : 

OtRter FacSOes 








127 

13t 

122 

CapÊP Spm 



i» 

1431 

IH9 

- 

im 

1 Mt 

4» 

414 

460 

CbMMddutteg* 


272 

15*9' 

1431 

IES 

i aso 

1060 

400 

404 

401 

tfcrìtrpat Odtes 


ÍW 


1451 

1060 

1060 

1060 

400 

404 

401 

ËŴfBẄffAwŴ 



- 

- 

- 

- 

- 

250 

253 

255 





■■H 




- 

- 

* 1 

ücences and Fb#» 


*■ 



71 

_ 

- 

250 

253 

255 

ttttferRipfi 








- 


- 

£Rfc«l Llcwiief 








- 

. ■ 

- 

SdWWaneLtenÄf 








. 

. 

_ 

CoRpíffSrtM>vnJtf(fcákB 








250 

253 

255 

Liud Utaui SoAware Wataa 








- 

- 

- 

ItfU 



\ 





- 

- 

- : 



4t2 


3<T 

633 

nt 

Jlt 

- 

- : 

_ 

ConçwEiwnrt 


4« 

* 

W 

EU 

m ' 

m 

- 

- 


FüfttitorrfodOWcsEiiẃim^ 


95 

m 

19 

- 

~ ; 


_ 

- , 


Faraouresnd COcs Ewh 



< 

«9 




- 

- 

- 



f 

" 

_ . 

- 

* 


_ 

640 

646 

653 

lUJ nijr and Bmbm 






<!< 


6*0 

646 

653 

TFWWttŴMt 

i 

296 

eoo 

998 

1570 

1 3»: 

13» 

1402 

1416 

1430 

TrstsTOd Asscts 

; 1 

»! 

100 j 

m 

1570: 13» 

13» 

14» 

1416 

14» 


i 

- 

- : 


- 

- 

- . 

- 

- 


Ltmt 

1 i 

HHBH 






■fcr 

- 

- 

iwì JẅiifWfWr hitfBlca JUUmsf 


- 

= 1 


_ 

- 

- 


415 

490 

2do«. Untt and WoyfccáDpCJl AmmaU 

! i 

i 

; i 



ì 


C» 

«5 


Total Rspalr* snd llẃidnwic» Epmdlbn 

i 

i» 

îŵaj 

7121 

7IÜ 

€ 1 M 

6 1» , 

" iî»"’ 

íẅ 

73» 


Free Basic Services: Basic Social Services Package 


The social package assists households that are poor or face other circumstances that limit their 
ability to pay for services. To receive these free services the households are required to register in 
terms of the Municipality’s Indigent Policy. The target is to register all indigent households during 
the 2017/18 financial year a process reviewed annually. Detail relating to free sen/ices, cost of free 
basis services. revenue lost owing to free basic services as well as basic service delivery 
measurement is contained below 
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The cost of the social package of the registered indigent households is financed by the municipality 
self and largely by utilising the municipality’s unconditional equitable share, allocated in terms of the 
Constitution to local government, and received in terms of the annual Division of Revenue Act The 
Transfer of grants because of free basic services totals 

R1.8 million in the budget year of 2017/18 and increasing to R1 915 million and R2 024 million in 
the outer years. 

1.6 Capital expenditure 


The following table provides a breakdown of budgeted capital experditure by vote: 
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The following table provides more information on the breakdown of the capital budget and the 
related maintenance of assets. 
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1.6.1 Future operational cost of new infrastructure 

The future operational costs and revenues assocíated with the capital programme have been 
included in Table 6 MBRR SA35. This table shows that future operational costs associated with the 
capital programme totals R40 358 million in 2017/18 and escalates to R44 300 million by 2019/20. 
This concomitant operational expenditure is expected to escalate to R44.3 million by 2019/20. It 
needs to be noted that as part of the 2019/20 MTREF, this expenditure has been factored into the 
two outer years of the operational budget. 
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1.7 Annual Budget Tables 

(The following pages present the ten main budget tables as required in terms of section 8 of the 
Municipal Budget and Reporting Regulations. These tables set out the municipality’s 2017/18 
budget and MTREF to be approved by the Council. Each table is accompanied by explanatory notes 
on the facing page ) 
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Explanatory notes to MBRR Table A1 • Budget Summary 

1. Table A1 is a budget summary and provides a concise overview of the Municipality’s budget 
from all of the major financial perspectives (operating, capital expenditure, financial position, 
cash flow, and MFMA funding compliance). 

2 . The table provides an overview of the amounts approved by Council for operating performance, 
resources deployed to capital expenditure, financial position, cash and funding compliance, as 
well as the municipality’s commitment to eliminating basic service delivery backlogs. 

3 . Financial management reformsemphasises the importance of the municipal budget being 
funded. This requires the simultaneous assessment of the Financial Performance, Financial 
Posìtion and Cash Flow Budgets, along with the Capital Budget. The Budget Summary provides 
the key information in this regard: 

a. The operating surplus/deficit (after Total Expenditure) is positive over the MTREF 

b. Capital expenditure is balanced by capital funding sources, of which 

i. Transfers recognised is reflected on the Financial Performance Budget; 
ii There is no provision for any borrowing in the cash flows; 
iii. Intemally generated funds is financed from a combination of the current operating 
surplus and accumulated cash-backed surpluses from previous years, The 
amount is incorporated in the Net cash from investing on the Cash Flow Budget. 
The fact that the municipality’s cash flow remains positive indicates that the 
necessary cash resources are available to fund the Capital Budget, 

4. The Cash backing/surplus reconciliation shows that in previous financial years the municìpality 
was payìng much attention to managing this aspect of its finances, and conseçuently all of its 
obligations are cash-backed. 

5. Significant assistance is being given to the indigent households. 
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Explanatory notes to MBRR Table A2 - Budgeted Financial Performance (revenue and 
expenditure by standard classification) 


1 . Table A2 is a view of the budgeted financial performance tn relation to revenue and expenditure 
per standard classification. The modified GFS standard classification divides the municipal 
services into 15 functional areas Municipal revenue operating expenditure and capital 
expenditure are then classified in terms if each of these functional areas which enables the 
National Treasury to compile ‘whole of government’ reports. 
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2. Note the Totai Revenue on this table includes capital revenues (Transfers recognised - capital) 
and so does not balance to the operating revenue shown on Table A4. 

3. Note that as a general princîple the revenues for the Trading Services should exceed their 
expenditures. The table highlights that this is the not the case for any of the trading services. 
As already noted above, the municipality will be undertaking a detailed study of these functions 
to exp ore ways of improving efficiencies and províde a basis for re-evaluating these functions’ 
tariff structures. 

4. Other functions that show a deficit between revenue and expenditure are being financed from 
rates revenues and other revenue sources. 
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Explanatory notes to MBRR Tabte A3 - Budgeted Financial Performance (revenue and 
expediture by municipal vote) 


1. Table A3 is a view of the budgeted fìnancial performance in relation to the revenue and 
expenditure per municipal vote. This table facilitates the view of the budgeted operating 
performance in relation to the organisational structure of the Municipality. This means it is 
possible to present the operating surplus or deficit of a vote. 

2. This table is the main driver of management- responsibility and performance in terms of the 
operating budget and also the benchmark against which any unauthorised expenditure will be 
measured. 
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Explanatory notes to Tabíe A4 - Budgeted Financial Performance (revenue and expenditure) 

1. Total revenue, excluding capital transfers, is R171 582million in 2017/18 and escalates to R171 
519 million by 201 7/1 8. This represents a year-on-year decrease of 0.3 per cent for the 2017/1 8 
and year-on-year decreases of 3.2 per cent for the 201 6/17financial year and 3.1 per cent for the 
2017/18 financíal year. 

2. Revenue to be generated from property rates is R2 851 million in the 2017/18 financial year and 
increases to R3 325 million by 2017/18 which represents only 1.7 per cent of the operating 
revenue base (excluding capital transfers) of the Municipality and therefore does not remains a 
significant funding source for the municipality t remains relatively constant over the medium- 
term and tariff increases have been factored in at 7per cent, 6 per cent and 6 per cent for each 
of the respective financial years of the MTREF, 

3 Services charges relating to electricity and refuse removal constitutes the biggest component of 
the revenue basket of the Municipalitytotalling R1 6 01 ömillion for the 201 7/1 8 financial year and 
increasing to R19 283million by 2017/18. For the 2017/18 financial year services charges 
amount to 9.3 per cent of the total revenue base and stays relatively constant over the MTREF 
period. 
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Transfers recognised - operating includes the local government equitable share and other operating grants from national and provìncial 
government.Transfers are fluctuating according to grants provided for by the respective governments. 

The following graph illustrates the major expenditure items per type. 



Bulk purchases have significantly increased over the 2013/14 to 2019/20 period escalating from R 12 851 million to R16 624million. These 
increases can be atlributed to the substantial increase in the cost of bulk electricity from Eskom. 

Employee related costs, depreciation, operating grant expenditure and bulk purchases are the main cost drivers within the municipality and 
alternative operational gains and effìciencies will have to be identified to lessen the impact of wage and bulk tariff increases in future years. 
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BRR Table A5 - Budgeted Capital Expendìture by vote, standard classification and funding 
source 
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Explanatory notes to Table A5 - Budgeted Capital Expenditure by vote f standard 
classifìcation and funding source 

1 Table A5 is a breakdown of the capital programme in relation to capital expenditure by municipal 
vote (multi-year and single-year appropriations); capital expenditure by standard classification; 
and the funding sources necessary to fund the capital budget, including information on capital 
transfers from national and provincial departments. 

2. Unlike muiti-year capital appropriations, singleyear appropriations relate to expenditure that will 
be incurred in the specific budgetyear such as the procurement of vehicles and specialized tools 
and eguipment The budget appropriations for the two outer years are indicative allocations 
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based on the departmental business plans as informed by the IDP and will be reviewed on an 
annual basis to assess the relevance of the expenditure in relation to the strategic objectives 
and service delivery imperatives of the Municipality. For the purpose of fundíng assessment of 
the MTREF, these appropriations have been included but no commitments will be incurred 
against single-year appropriations for the two outer-years, 

3. The capital program is funded from national grants and transfers and internally generated funds 
from current and prior year surpluses and is listed above 


MBRR Table A6 -Budgeted Financial Position 
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Explanatory notes to Table A6 - Budgeted Financîal Position 

1 The Budgeted Financial Position is consistent with international standards of good fìnancial 
management practice, and improves understandability for councilors and management of the 
impact of the budget on the statement of financial position (balance sheet), 

2 This format of presenting the statement of financial position is aligned to GRAP1 , which is 
generally aligned to the international version which presents Assets less Liabilities as 
“accounting" Community Wealth. The order of items within each group illustrates items in order 
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of liquidity; i.e. assets readily converted to cash or liabilities immediately required to be met from 
cash, appearfirst. 

3. This table is supported by an extensive table of notes (SA3 which can be found on later in this 
report providing a detailed analysis of the major components of a number of items, including: 

• Call investments deposits; 

• Consumer debtors; 

• Property, plant and equipment, 

• Trade and other payables 

• Provisions non-current 

• Changes in net assets; and 

• Reserves 

4. The municipal equivaient of equity is Community Wealth/Equity, The justification is that 
ownership and the net assets of the municipality belong to the community. 

5. Any movement on the BudgetedFmancial Performance or the Capital Budget will inevitably 
impact on the BudgetedFinancial Position. As an example, the collection rate assumption will 
impact on the cash position of the municipality and subsequently inform the level of cash and 
cash equivalents at year end. Similarly. the collectìon rate assumption shouid inform the budget 
appropriation for debt impairment which in turn would impact on the provision for bad debt, 
These budget and planning assumptions form a critical link in determining the applicability and 
relevance of the budget as well as the determination of ratios and financial indicators. In addition 
the funding compliance assessment is informed directly by forecasting the statement of financial 
position. 

MBRRTable A7 - Budgeted Cash Flow Statement 
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Explanatory notes to Table A7 • Budgeted Cash Flow Statement 

1 The budgeted cash flow statement is the first measurement in determìning if the budget is 
funded. 

2. It shows the expected level of cash in-flow versus cash out-flow that is likely to resuft from the 
implementation of the budget.. 

3. The 2017/18 MTREF has been informed by the planning principle of ensuring adequate cash 
reserves over the medium-term. 

4. Cash and cash equivalents totals R21 156 million as at the end of the 2017/18 financial year 
and decrease to R6 819 million by 2017/18. 


MBRRTable A8 - Cash Backed Reserves/Accumulated Surptus Reconciliation 
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Explanatory notes to Table A8 - Cash Backed Reserves/Accumulated Surplus Reconciliation 

1 . The cash backed reserves/accumulated surplus reconciliation is aligned to the requirements of 
MFMA Circular 42 - Funding a Municipal Budget.ln essence the table evaluates the funding 
levels of the budget by firstly forecasting the cash and investments at year end and secondly 
reconciling the available funding to the liabilities/commitments that exist. 

2. The outcome of this exercise would either be a surplus or deficit. A deficit would indicate that 
the applications exceed the cash and investments available and would be indicative of non- 
compliance with the MFMA requirements that the municipality's budget must be “funded”. The 
municipality's budget is cash-funded and thus in compliance with the requirements of the MFMA. 

3. As part of the budgeting and planning guidelines that informed the compilation of the 2017/18 
MTREF the end objective of the medium-term framework was to ensure the budget is funded 
aligned to section 1 8 of the MFMA 
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MBRR Table A9 - Asset Management 
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Explanatory notes to Table A9 - Asset Management 

1 . Table A9 provides an overview of municipai capital allocations to building new assets and the 
renewal of existing assets. as well as spending on repairs and maintenance by asset class 

2. National Treasury has recommended that municipalities should allocate at least 40 per cent of 
their capital budget to the renewal of existing assets. and allocations to repairs and maintenance 
should be 8 per cent of PPE. The Municipalitydoes not meet both these recommendations 

3. An analysis between depreciation and operational repairs and maintenance over the MTREF is 
not yet possible until the municipality changes its financial systems to include all maintenance 
costs, also those incurred internally, to the maintenance votes.When implemented it will highlight 
the Municipality’s maintenance backlog. 
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MBRR Table AIO-Basic Service Delivery Measurement 
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Part 2 - Supporting Documentation 


1 .8 Overview of the annual budget process 

Secíion 53 of the MFMA requires the Mayor of the municipality to provide general political guidance 
in the budget process and the setting of priorities that must guide the preparation of the budget In 
addition Chapter 2 of the Municipal Budget and Reporting Regulations states that the Mayor of the 
municipal.'ty must establish a Budget Steering Committee to provide technical assistance to the 
Mayor in discharging the responsibilities set out in section 53 of the Act 

The Budget Steering Committee consists of the Municipal Manager and senior officials of the 
municipality meeting under the chairpersonship of the Portfolio Head Councillor of Financial 
Services/Mayor. 

The primary aims of the Budget Steering Committee is to ensure 

• that the process followed to compile the budget complies with legislation and good budget 
practices; 

♦ that there is proper alignment between the policy and service delivery priorities set out in 
the Municipality’s IDP and the budget, taking into account the need to protect the financial 
sustainability of municipality. 

• that the municipality’s revenue and tariff setting strategies ensure that the cash resources 
needed to deliver services are available; and 

# îhat the various spending priorities of the different munícipal departments are properly 
evaluated and prioritised in the allocation of resources. 


1.8.1 Budget Process Overview 

ln terms of section 21 of the MFMA the Mayor is required to table in Council ten months before the 
start of the new financial year (i.e. in August 201 6) a time schedule that sets out the process to 
revise the IDP and prepare the budget. 

The Mayor tabled in Council the reguired the IDP and budget time schedule by 31 August 2016. 


2017/2018 IDP AND BUDGET SCHEDULE OF KEV DËADLINES 
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Month 


Action to be taken Administratively - Municipality Administration 



July Accounting officers and senior officials of Emalahleni Local Municipality begin planning 
for next three-year budget 

MFMA s 68, 77 


Accounting officers and senior officials of the municipality review options and contracts 
for service delivery 

MSA s 76-81 


August Accounting Officer to assist Mayor to prepare the schedule of key deadlines and align the 
IDP and Budget process 


August / Budget office of Emalahleni Local Municipalîty determine revenue projections and 
Septemberproposed rate and service charges and drafìs initial allocations to functions and 
/ October departments for the next financial year afìer taking into account strategic objectives* 



Engages with Provincial and National sector departments on sector specific programmes 
for alignment with municipalities plans (schools, libraries, clinics, water, electricity, roads, 
etc) 


Accounting officer does initial review of national poticies and budget plans and potential 
price increases of bulk resources with function and department officials 

MFMA s 35, 36, 42; MTBPS 


October / 

Accounting ofíicer reviews and drafìs initial changes to IDP 

November 

MSA s 34 

November 

Accounting offîcer submits drafì budget and plans for next financial year to the Mayor for 

/ 

tabling 

December 

Accounting officer publishes tabled budget, plans, and proposed revisions to IDP, invites 
local community comment and submits to NT, PT and others 


Accounting officer to notify relevant municipalities of projected allocations for next three 
budget years 

MÜNICIPAL ELECTIONS AND CONSÜLT ATION ON THE BÍJDGET 
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January Accountìng ofBcer revi ws proposed national and provincial allocatíons to municipality 
for incorporatìon into the draft budget for tabling. 

MEMAsB6 


The Accoimtìng OfBcer mustby 25 January assess tbe performance of tbe municìpálity 
for the ftrst six months of tìie 2016/2017 Bnancial year and submits areport on such 
assessment to the Mayor, Natìonal Treasury and Provincial Treasury. 


MFMA s 72 

February The Accountìng OfBcer fînalises and submits to Mayor proposed budgets and plans fbr 
next three-year budgets taldng into account the recent mid-year review and any correctìve 
measures proposed as part of the oversíght report fbr the previous year’s audited financial 
statements and anmml report 

The Accounting Officer of Emalahleni Local Mumcipality must liaíse with the 
Ac ountìng Officer of Ghris Hani District MunicípaHty 120 days prior to the start of the 
budget year to obtaìn projected allocatìons for 2017/201 8, 2018/201 9& 2019/2020. 

MFMA s 37(2) 

March The Accountìng Officer must publish the tabled budgetì plans, and propo&ed revisions to 
IDP, invites local community comment and submits to Natìonal Treasury, Provincial 
Treasury and others as prescribed. 

MFMA s 22 & 37; MSA Gh 4 as amended 


The Accounting Officer must review any changes in prices for bulk electricity & water 
purchases as communicated by NERSA & DWA as well as submit proposal of increasing 
prices of sale of electncih & water to the executîve autìiority & tìie regulator for approval 
ifnational legislation requires such approval. 

MFMAs42 


April Accounting officer assists the Mayor in revising budget documentarion in accordance with 
consultative processes and taking into account the results from the third quarterly review 
of the current year 
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May 

Accounting officer assists the Mayor in preparing the final budget documentation for 
consideration for approval at least 30 days before the start of the budget year taking into 
account consultative processes and any other new information of a material nature 

June 

Accounting officer submits to the mayor no later than 14 days after approval of the budget 
a draft of the SDBIP and annual performance agreements required by s 57(1 )(b) of the 
MSA. 

MFMA s 69; MSA s 57 

Accounting Officer must publish the adopted budget and all budget-related documents. 

MFMA s 75, 87 

Abbrcyiatioa*:; IDP * Inieerated Develooment Plan: MFMA - Local Govemment: Mumcioal Financc Manaeement Act. No. 56 of 
2003; MSA - Local Govemment: Munícipal Systems Aci t No. 32 of 2000, as amcnde MTBI*S - Natíonal Treasury annual 
publication, MediumTerm Budget and Polìcy Statement; NT - National Tneasury, PT - PnovincÌaI Trcasuries; SDBIP- Service 
Delívery and Budget Emplementation Plan 

Shadcd Area Consultation on ibe budget and municipal elections. 


There were some deviations from the key dates set out in the Budget Time Schedule tabled in 
Council. However. the schedule attached is the revised on as from time to time adjusted by council 
and its programmes. 

1.8.2 IDP and Service Delivery and Budget Implementation Plan 

The Municipality’s IDP is its principal strategic planning instrument, which directly guides and 
informs its planning, budget, management and development actions. This framework is rolled out 
into objectives, key performance indicators and targets for implementation which directly inform the 
Service Delivery and Budget Implementation Plan. The Process Plan applicable to the fourth 
revision cycle included the following key IDP processes and deliverables: 

• Registration of community needs; 

* Compilation of departmental business plans including key performance indicators 

and targets; 

* Financiat planning and budgeting process; 

* Public participation process, 

• Compilation of the SDBIP, and 

• The review of the performance management and monitoring processes 

The IDP has been taken into a business and financial planning process leading up to the 
2019/20MTREF, based on the approved 2016/17MTREF, Mid-year Review and adjustments 
budget. The business planning process has subsequently been refined in the light of current 
economic circumstances and the resulting revenue projections. 

With the compilation of the 2017/18 MTREF, each department/function had to review the business 
planning process, including the setting of priorities and targets after reviewing the mid -year and third 
quarter performance against the 2016/17 Departmental Service Delivery and Budget 
Implementation Plan. Business planning links back to priorìty needs and master planning, and 
essentially informed the detail operating budget appropriations and three-year capital programme, 
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1 .8.3 Financial Modelling and Key Planning Drivers 

As part of the compilation of the 2017/18 MTREF, extensive financial modelling was undertaken to 
ensure affordability and long-term financial sustainability. The following key factors and planning 
strategies have informed the compilation of the 2017/18 MTREF: 

• Municipality growth 

• Policy priorities and strategic objectives 

• Asset maintenance 

• Economic climate and trends (i.e inflation. Eskom increases. household debt, migration 
patterns) 

• Performance trends 

• The approved 201 6/1 7 adjustments budget and performance against the SDBIP 

• Cash Flow Management Strategy 

• Debtor payment levels 

• Loan and investment possibilities 

• The need for tariff increases versus the abiiity of the community to pay for services: 

• lmproved and sustainable service delivery 

In addition to the above, the strategic guidance given in National Treasury’s MFMA Circulars 85 and 
86 has been taken into consideration in the planning and prioritisation process. 

1 .9 Overview of alignment of annual budget with IDP 

The Constitution mandates local government with the responsibility to exercise local developmental 
and cooperative governance. The eradication of imbalances in South African society can only be 
realized through a credible integrated developmental planning process, 

Municipalities in South Africa need to utilise integrated development planning as a method to plan 
future development in their areas and so find the best solutions to achieve sound long-term 
development goals. A municipal IDP provides a five year strategic programme of action aimed at 
setting short, medium and long term strategic and budget priorities to create a development platform, 
which correlates with the term of office of the politicai incumbents. The plan aligns the resources 
and the capacity of a municipality to its overall development aims and guides the municipal budget. 
An IDP is therefore a key instrument which municipalities use to provide vision, leadership and 
dìrection to all those that have a role to play in the development of a municipal area. The IDP enables 
municipalities to make the best use of scarce resources and speed up service delivery. 

Integrated developmental planning in the South African context ts amongst others. an approach to 
planning aimed at involving the municipality and the community to jointly find the best solutions 
towards sustainable development. Furthermore, integrated development planning provides a 
strategic environment for managing and guiding all planning, development and decision making in 
the municipality. 

It is important that the IDP developed by municipalities correlate with National and Provincial intent. 
It must aim to co-ordinate the work of local and other spheres of government in a coherent plan to 
improve the quality of life for all the people living in that area. Applied to the Municipality, issues of 
national and provincial importance should be reflected in the IDP of the municipality. A clear 
understanding of such intent is therefore imperative to ensure that the Municipalitystrategically 
complies with the key national and provìncial priorities. 

The aim of this revision cycle was to develop and coordinate a coherent plan to improve the quality 
of life for all the people living in the area. also reflecting issues of national and provincial 
importance.One of the key objectives is therefore to ensure that there exists alignment between 
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national and provincial priorities, policies and strategies and the Municipality’s response to these 
requirements. 

The national and provincial priorities, policies and strategies of importance include amongst others: 

• Green Paper on Natíonal Strategic Planning of 2009. 

• Government Programme of Action; 

• Development Facilitation Act of 1 995; 

• Provincial Growth and Development Strategy (GGDS), 

• National and Provincial spatial development perspectives, 

• Relevant sector plans such as transportation, legislation and policy; 

• National Key Performance Indicators (NKPIs); 

• Accelerated and Shared Growth lnitiative (ASGISA); 

• National 2014 Vision; 

• National Spatial Development Perspective (NSDP) and 

• The National Priority Outcomes. 

The Constitution requires local government to relate its management, budgeting and planning 
functions to its objectives. Thîs gives a clear indication of the intended purposes of municipal 
integrated development planning. Legislation stipulates clearly that a municipality must not only 
give effect to its IDP, but must also conduct its affairs tn a manner which is consistent with its IDP. 
The following table highlights the IDP’s five strategic objectives for the 2012/13 MTREF and further 
planning refinements that have directly informed the compitation of the budget: 

IDP Strategic Objectives 


2016/17 Financial Year 

2017/18 MTREF 

1. To ensure that cost effective, appropr.ate 
and efficient services are delivered (KPA 
Service delivery) 

1 To ensure that cost effective, appropriate and 
efficient services are delivered (KPA Service 
delivery) 

2, To ensure that conditons are created 
which stimulate the growth of the local 
economy (KPA LED) 

2. To ensure that conditions are created which 
stimulate the growth of the local economy 
(KPA LED) 

3. To have an effect've and efficient 
administration (KPA Municipal 

transformation and lnst.dev.) 

3. To have an effective and efficient administration 
(KPA Municipal transformation and lnst.dev.) 

4. To have a transparent and performance 
driven organisaton (KPA Good 
governance and public participation) 

4. To have a transparent and performance 
driven organisation (KPA Good governance 
and public participation) 

5. To implement good f'nancial management 
(KA Fmancial management and vlab lity) 

5 To implement good financial management (KA 
Financial management and viability) 


In order to ensure integrated and focused service delivery between all spheres of government it was 
important for the Municipality to align its budget priorities with that of national and provincial 
government. All spheres of government place a high priority on ìnfrastructure development, 
economic development and job creation, efficient service delivery, poverty alleviation and building 
sound institutional arrangements. 

Local priorities were identified as part of the IDP review process which is directly aligned to that of 
the national and provincial priorities. The key performance areas can be summarised as follows 
against the five strategic objectives: 
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1 . To have a transparent and performance driven organisation 
2 To ensure that cost effective, appropriate and efficient services are delivered 

3. To ensure that conditions are created which stimulate the growth of the local economy 

4. To implement good financial management 

5. To have an effective and efficient administration 


In line with the MSA, the IDP constitutes a single, inclusive strategic plan for the Municipality. The 
five*year programme responds to the development challenges and opportunities faced by the 
Municipality by identifying the key performance areas to achieve the five the strategic objectives 
mentioned above. 

In addition to the five-year IDP, the Munîcipality undertakes an extensive planning and 
developmental strategy which primarily focuses on a longer-term horizon; 15 to 20 years. This 
process is aimed at influencing the development path by proposing a substantial programme of 
public-led investment to restructure current pattems of settlement, activity and access to resources 
in the Municipality so as to promote greater equity and enhanced opportunity. The strategy 
specifically targets future developmental opportunities in traditional dormitory settlements. It 
provides direction to the Municìpality's IDP, associated sectoral plans and strategies, and the 
allocation of resources of the Municipality and other service delivery partners. 


Lessons leamed with previous IDP revision and planning cycles as well as changing environments 
were taken into consideration in the compilation of the new IDP 

The 2017/18 MTREF has therefore been directly informed by the IDP revísion process and the 
following tables provide reconciliation between the IDP strategic objectives and operating revenue, 
operating expenditure and capital expenditure. 


MBRR Table SA4 • Reconciliation between the IDP strategic objectives and budgeted 
revenue 
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MBRR Table SA5 - Reconciliation between the IDP strategic objectives and budgeted 
operating expenditure 



MBRR Table SA6 - Reconciliation between the IDP strategic objectives and budgeted 
capital expenditure 
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1.10 Measurable performance objectives and indicators 

Performance Management is a system intended to manage and monitor service delivery progress 
against the identified strategic objectives and prìorities.ln accordance with legislative requirements 
and good business practices as informed by the National Framework for Managing Programme 
Performance Inforrnation. the Municipality has developed and implemented a performance 
management system of which system is constantly refined as the integrated planning process 
unfolds The Municipalitytargets.monitors.assesses and reviews organisationai performance which 
in turn is directly Iinked to individual employee’s performance. 

At any gìven time wìthin government. information from multiple years is being considered; plans and 
budgets for nextyear; implementation for the current year; and reporting on lastyear's performance 
Although performance information is reported publicly during the last stage. the performance 
information process begìns when policies are being developed, and continues through each of the 
planning, budgeting. implementation and reporting stages. The planning, budgeting and reporting 
cycle can be graphically illustrated as follows: 



I 



The performance of theMunici pality relates directly to the extent to which it has achieved success 
in realising its goals and objectives, complied with legislative requirements and meeting stakeholder 
expectations. TheMunicipality therefore has adopted one integrated performance management 
system which encompasses: 

• Planning (setting goals, objectives. targets and benchmarks); 

• Monitoring (regular monitoring and checking on the progress against plan); 

• Measurement (indicators of success); 

• Review (identifying areas requiring change and improvement); 


51 


Emalahlení Municípality 


2017/18 Draft Annual Final Budeet and MTREF 


• Reporting (what information, to whom, from whom, how often and for what purpose); and 

• lmprovement (making changes where necessary). 

The performance information concepts used by the Municipaiity in its integrated performance 
management system are aligned to the Framework of Managing Programme Performance 
Information issued by the National Treasury: 
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The following table provides the main measurable performance objectives the municipality 
undertakes to achieve this financial year. 
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MBRR Table SA7 - Measurable performance objectives 

The following table sets out the municipalities main performance objectives and benchmarks for the 
2017/18 MTREF. 

MBRR Table SA8 - Performance indicators and benchmarks 



1.10.1 Performance indicators and benchmarks 


1.101.1 Borrowing Management 

Capital expenditure in local government can be funded by capital grants, own-source revenue and 
long term borrowing. The ability of a municìpality to raise iong term borrowing is largely dependent 
on its creditworthiness and financial position. As with all other municipalitìes, Emalahleni 
Municipality’s borrowing strategy is primarily informed by the affordability of debt repayments. The 
structure of the Municipality’s debt portfolio is dominated by annuity loans. The following financial 
performance indicators have formed part of the compilation of the 2017/18 MTREF: 

• Borrowing to asset ratio is a measure of the long-term borrowing as a percentage of the total 
asset base of the municipality This ration is by far below the borrowing capacity of the 
municipality. but it needs to be noted that capital grants and transfers has contributed 
significantly to the municipality’s capital expenditure programs, thus limiting the need for 
borrowing. 

* Capital charges to operating expenditure is a measure of the cosí of borrowing in relation to 
the operating expenditure It can be seen that the cost of borrowing issteady 
0.4percentthroughoutthe MTREF pehod..While borrowing is considered a prudent financial 
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instrument in financing capital infrastructure development, this indicator will have to be 
carefully monitored going forward as the Municipalityshould limit external interest charges to 
the minimum.. 

• Borrowing funding of own capital expenditure measures the degree to which own capital 
expenditure (excluding grants and contributions) has been funded by way of borrowing. The 
municipality does not intend borrowing any money during the MTREF period. 

The Municipality’s debt profile provides some interesting insights on the Municipality’s future 
borrowing capacity. Firstiy, the use of amortising loans leads to high debt service costs at the 
beginning of the loan, which declines steadily towards the end of the loan’s term. 

The Municipality has bought vehicles on hire purchase and will pay instalments monthly for a five 
year period. 

In summary, various financial risks could have a negative impact on the future borrowing capacity 
of the municipality. :n particular. the continued ability of the Municipality to meet its revenue targets 
and ensure its forecasted cash flow targets are achieved will be critical in meeting the repayments 
of the debt service costs. As part of the compilation of the 201 7/1 8MTREF the potential of smoothing 
out the debt profile over the longer term will be investigated. 


1.10.1.2 Safety of Capital 

• The debt-to-equity ratio is a financial ratio indicating the relative proportion of equity and debt 
used in financing the municipality’s assets. The indicator is based on the total of loans, 
creditors, overdraft and tax provisions as a percentage of funds and reserves. This ratio is 
well below the norm. indicating a strong financial position. 

• The gearíng ratio is a measure of the total long term borrowings over funds and reserves. 


1.10.1.3 Liquidity 

• Current ratio is a measure of the current assets divided by the current liabilities and as a 
benchmark the Municipality has set a limit of more than 2 which is a general benchmark, 
hence at no point in time should this ratio be less than 2. For the 2017/1 8 MTREF the current 
ratio is 0.7, and 0.5 and 0.3 respectively for the two outer years of the MTREF. Going forward 
it will be good financial practices if these levels can be improved. 

• The liçuidity ratio is a measure of the ability of the municipality to utilize cash and cash 
equivalents to extinguish or retire its current liabilities immediately. Ideally the municipality 
should have the equivalent cash and cash equivalents on hand to meet at least the current 
liabilities, which should translate into a liquidity ratio of 1 , Anything below 1 indicates a 
shortage in cash to meet creditor obligations. For the 2016/17 financial year the ratio was 
1.1 and as part of the financial planning strategy it has been decreased to 0.7 in the 2017/18 
and has decreased to 0.3 in 2017/1 8financial year. 


7. 10. 1.4 Revenue Management 

• As part of the financial sustainability, an aggressive revenue management framework should 
be implemented to increase cash inflow, not only from current billings but also from debtors 
that are in arrears more than 90 days. The intention of the framework should be to streamline 
the revenue vaiue chain by ensuring accurate billing, customer service, credit control and 
debt collection, The collection rates in this indicator is based on all cash receipts, also for 
direct income. The collection rate used for the calculation of debtors’ payments was 50 per 
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cent and should increase if the municipality wants to be fìnancial as a going concern 
conservative approach in order to cater for the current negative economic climate, 


1.10.1.5 Creditors Management 

• The Municipality has managed to ensure that creditors are settled within the legislated 30 
days of invoice. While the liquidity ratio is of concern, by applying daily cash flow 
management the municipality has managed to ensure a 100 per cent compliance rate to this 
legislative obligation. This has had a favourable impact on suppliers' perceptions of risk of 
doing business with the Municipality, which is expected to benefit the Municipality in the form 
of more competitive pricing of tenders, as suppliers compete for the Municipality's business. 


1.10.1.6 Other Indicators 

• The municipality needs to know what causes high electricity losses. The municipalìty has 
then to developed mechanism to determine what is an acceptable distribution loss and 
what should be contrìbuted to theft. 

• Employee costs as a percentage of operating revenue is constant over the MTREF. This is 
primarily owing to the high increase in bulk purchases which directly increase revenue levels, 
as well as increased allocation relating to operating grants and transfers, 

• Similar to that of employee costs, repairs and maintenance as percentage of operating 
revenue is also fairly constant owìng directly to cost drivers such as bulk purchases 
increasing far above inflation. The expenditure on repairs and maintenance is well below 
acceptable levels, but the actual cost will only be determined when a costing system is 
implemented. 


1.10.2 Free Basic Services: basic social services package for indigent households 

The social package assists residents that have difficulty paying for services and are registered as 
indigent households in terms of the Indigent Policy of the Municipality. With the exception of water, 
only registered indigents qualify for the free basic services. 

For the MTREF 2300 registered indigents have been provided for in the budget. In terms of the 
Municipality’s indigent policy registered households are entitled to 6kf fee water, 50 kwh of 
electricity, free sanitation and free waste removal equivalent once a week, as well as a discount on 
their property rates. 

Further detail relating to the number of households receiving free basic services, the cost of free 
basic services, highest level of free basic services as well as the revenue cost associated with the 
free basic services is contained elsewhere in this report. 

1.11 Overvtew of budget related-policies 

The Municipality’s budgeting process is guided and governed by relevant legislation, frameworks, 
strategies and related policies. 
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There was a policy review workshop during the month of March 2017 so as to make sure all 
users of it understand it. The following is a broad framework of all the policies the council 
have: 


1.11.1 Review of credit control and debt collection procedures/policles 

The Collection Policy as approved by Council annually is currently under review. While the adopted 
policy is credible. sustainable, manageable and informed by affordabilìty and value for money there 
has been a need to review certain components to achieve a higher collection rate.. In addition 
emphasis was placed on speeding up the indigent registration process to ensure that credit control 
and debt collection efforts are not fruitlessly wasted on these debtors. 

As most of the indigents within the municipal area are unable to pay for municipal services because 
they are unemployed, they are entitied to free basic servìces, 

The 201 7/1 8 MTREF has been prepared on the basis of achieving an average debtors’ collection 
rate of 50 per cent on current billings. In addition the collection of debt in excess of 90 days has 
been prioritised as a pertinent strategy in increasing the Municipality's cash levels. 

1.11.2 Asset Management, Infrastructure lnvestment and Funding Policy 

A proxy for asset consumption can be considered the level of depreciation each asset incurs on an 
annual basis, Preserving the investment in existing infrastructure needs to be considered a 
significant strategy in ensuring the future sustainability of infrastructure and the Municipality’s 
revenue base.Within the framework, the need for asset renewal was considered a priority and hence 
the capital programme was determined based on renewal of current assets versus new asset 
construction. 

Further, continued improvements in technology generally allows many assets to be renewed at a 
lesser ‘real’ cost than the original construction cost. Therefore, it is considered prudent to allow for 
a slightly lesser continual level of annual renewal than the average annual depreciation. The Asset 
Management Policy is therefore considered a strategic guide in ensuring a sustainable approach to 
asset renewal, repairs and maintenance and is utilised as a guide to the selection and prioritisation 
of individual capital projects.ln addìtion the policy prescribes the accounting and administrative 
policies and procedures relating to property, plant and eguipment (fixed assets). 


1 .11 .3 Budget Adjustment Policy 

The adjustments budget process is governed by various provisions in the MFMA and is aimed at 
instilling and establishing an increased level of discipline, responsibility and accountability in the 
financiai management practices of municipalities.To ensure that the Municipality continues to deliver 
on its core mandate and achieves its deve!opmental goals, the mid-year review and adjustment 
budget process will be utilìsed to ensure that underperforming functions are ìdentified and funds 
-edirected to performing functions. 


1 .1 1 .4 Supply Chain Management Policy 

The Supply Chain Management Policy was reviewed and adopted by Council in May2016. An 
amended policy will be considered by Council in due course of which the amendments will be 
extensively consulted on, 
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1.11.5 Budget and VirementPolicy 

The Budget and VirementPolicyaims to empower senior managers with an efficient financial and 
budgetary amendment and control system to ensure optimum servìce delivery within the legislative 
framework of the MFMA and the Municipality’s system of delegations. 


1.11.6 Cash Management and lnvestment Policy 

The aim of the policy is to ensure that the Municipality’s surplus cash and investments are 
adequately managed, especially the funds set aside for the cash backing of certain reserves. The 
policy details the minimum cash and cash equivalents required at any point in time and introduces 
time frames to achieve certain benchmarks. 


1 .1 1 .7 T ariff Policies 

The Municipality’s tariff policies provide a broad framework within which the Council can determine 
fair, transparent and affordable charges that also promote sustainable service delivery. The policies 
have been approved on various dates and a consolidated tariff policy is envisaged to be compiled 
for easeof administration and implementation of the next two years. 


All the above policies are available on at main municipal building, as well as the following budget 
related policies: 

• Property Rates Policy; 

• Funding and Reserves Policy; 

• Budget Policy; and 

• Basic Social Services Package (Indigent Policy). 


1.12 Overview of budget assumptions 


1.12.1 External factors 

Domestically, after five years of strong growth. during which about two million jobs were created,, 
our economy shrank fast and millions of people lost their jobs. It is expected that recovery from this 
deterioration will be slow and uneven and that growth for 2018 will minimal with a slightly better 
growth in the outer years. 

Owing to the economic slowdown, fìnancial resources are limited due to reduced payment levels by 
consumers. This has resulted in declining cash ìnflows, which has necessitated restrained 
expenditure to ensure that cash outflows remain within the affordability parameters of the 
Municipality’s finances. 


1.12.2 General inflation outlook and its impact on the municipal activities 

There are five key factors that have been taken into consideration in the compilation of the 2017/18 
MTREF: 

• National Government macro-economic targets; 
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The general inflationary outlook and the impact on Municipality’s residents and businesses; 
The impact of municipal cost drivers; 

The increase in prices for bulk electricity; and 
The increase in the cost of remuneration. 


1.12.3 Credit rating outlook 

The Municipality did not perform a credit rating outlook. 

1 .1 2.4 Interest rates for borrowing and investment of funds 

The municipality will not borrow any funds during the MTREF period. It is expected that interest 
rates will be adjusted slightly upwards during the MTREF period and it was budget for as such. 


1.12.5 Collection rate for revenue services 

The base assumption is that tariff and rating increases will increase at a rate slightly higher that CPí 
over the long term. It is also assumed that current economic conditions, and relatively controlled 
inflationary conditions, will continue for the forecasted term. 

The rate of revenue collection is currentìy expressed as a percentage (20 per cent) of annual billings, 
Cash flow is assumed to be 20 per cent of billings.The performance of any increased collections or 
arrear collections will however oniy be considered a source of additional cash in-flow once the 
performance has been carefully monitored. 

1 .1 2.6 Growth or decline in tax base of the municipality 

Debtor’s revenue is assumed to increase at a rate that is influenced by the consumer debtor’s 
collection rate, tariff/rate prìcing. real growth rate of the Municipality, household formation growth 
rate and the poor household change rate. 

Household formation is the key factor in measuring municipal revenue and expenditure growth, as 
servicing 'households' is a greater municipal sen/ice factor than servicing individuals. Household 
formation rates are assumed to convert to household dwellings. In addition the change in the number 
cf poor households influences the net revenue benefit derived from household formation growth, as 
it assumes that the same costs incurred for servicing the household exist but that no consumer 
revenue is derived as the ‘poor household' limits consumption to the level of free basic servtces, 

1.12.7 Satary increases 

There is a collective agreement on salary increases in place for the budget year, and the guidance 
on increases as contained in Circular 85 and 86 of National Treasury was also used during the 
compilation of budget accordingly. 


1.12.8 Impact of national, provincial and local policies 

Integration of service delivery between national, provincial and local government is critical to ensure 
focussed service delivery and in this regard various measures were implemented to align IDPs, 
provincial and national strategies around priority spatial inten/entions, In this regard, the following 
national priorities form the basis of all integration initiatives: 
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Creatingjobs; 

Enhancing education and skill development; 
lmprovìng Health services; 

Rural development and agriculture; and 
Fighting crime and corruption. 


To achieve these priorities integration mechanisms are in place to ensure integrated planning and 
execution of various deve!opment programs. The focus will be to strengthen the lìnk between policy 
priorities and expenditure thereby ensuring the achievement of the national, provincial and local 
objectives. 

1.12.9 Abilily of the municipality to spend and deliver on the programmes 

It is estimated that a spending rate of at least 97 per cent is achieved on operating expenditure and 
100 per cent on the capital programme for the 2017/18 MTREF of which performance has been 
factored into the cash flow budget. 


1 .13 Overview of budget funding 


1.13.1 Medium-term outlook: operating revenue 
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The following graph is a breakdown of the operational revenue pe r main category for the 2017/18 
financial year. 

Breakdown of operating revenue over the 2017/18 MTREF 
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Tarìff setting plays a major role in ensuring desired levels of revenue. Getting tariffs right assists in 
the compîlation of a credible and funded budget. The Municipality derives most of its operational 
revenue from the provision of goods and services such as electricity and solid waste removal, 
property rates, operating and capital grants from organs of state and other minor charges (such as 
building plan fees, licenses and permits etc). 

Investment revenue contributes significantly to the revenue base of the Municipality. It needs to be 
noted that these allocations have been conservatively estimated and as part of the cash backing of 
reserves and provisions. The actual performance against budget will be carefully monitored. Any 
variances in this regard will be addressed as part of the mid*year review and adjustments budget. 
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1.13.3 Cash Backed Reserves/Accumulated Surplus Reconciliation 

This following table meets the requirements of MFMA Circular 42 which deals with the funding of a 
municipal budget in accordance with sections 1 8 and 1 9 of the MFMA. The table seeks to answer 
three key questions regarding the use and availability of cash: 

• What are the predicted cash ànd investments that are available at the end of the budget 
year? 

• How are those funds used? 

• What is the net funds available or funding shortfall? 

A surplus would indicate the cash-backed accumulated surplus that was/is availab!e. A shortfall 
{applications > cash and investments) is indicative of non-compliance with section 18 of the MFMA 
requirement that the municipality's budget must be ‘funded’. Non-compliance with section 18 is 
assumed because a shortfali would indirectly ìndicate that the annual budget is not appropriately 
funded (budgeted spending is greater than funds available or to be collected). It is also important 
to analyse trends to understand the consequences, e.g. the budget year might indicate a small 
surplus situation, which in itself is an appropriate outcome, but if in prior yearsthere were much 
larger surpluses then this negative trend may be a concern that requires closer examination. 

MBRR Table A8 • Cash backed reserves/accumulated surplus reconciliation 
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From the above table it can be seen that the cash and investments available total R12.5 million in 
the 2017/18 financial year and progressively decrease to -R 21 2 million by 2019/20, including the 
projected cash and cash equivalents as determined in the cash flow forecast. The following is a 
breakdown of the application of this funding: 

• Unspent conditional transfers (grants) are automatically assumed to be an obligation as the 
municipality has received govemment transfers in advance of meeting the conditions. 
Ordinarily, unless there are special circumstances, the municipality is obligated to return 
unspent conditional grant funds to the national revenue fund at the end of the financial year. 
In the past these have been allowed to ‘roll over’ and be spent in the ordinary course of 
business, but this practice has been discontinued, 

• The main purpose of other working capital is to ensure that sufficient funds are available to 
meet obligations as they fall due. A key challenge is often the mismatch between the timing 
of receipts of funds from debtors and payments due to employees and creditors. High levels 
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of debtor non-payment and receipt delays will have a greater requirement for working capital, 
resulting ín cash flow challenges Any underperformance in relation to collections could place 
upward pressure on the ability of the Municipality to meet its creditor obligations. 

• Most reserve fund cash-backing is discretionary in nature, but the reserve funds are not 
available to support a budget unless they are cash-backed. The reserve funds are fully 
cash-backed. The level of cash-backing is directly informed by the municipality’s cash 
backing policy These ìnclude the Capital Replacement Reserve, Employee Benefits 
Reserves and the Rehabilitation of landfill sites and quarries 

1.13.4 Funding compliance measurement 

National Treasury requires that the municipality assess its financial sustainability against fourteen 
different measures that look at various aspects of the financial health of the municipality. These 
measures are contained in the following table. All the information comes directly from the annual 
budgeted statements of financial performance, financial position and cash flows. The funding 
compliance measurement table essentially measures the degree to which the proposed budget 
complies with the funding requirements of the MFMA. Eacr of the measures is discussed below. 

MBRR SA10 - Funding compliance measurement 
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1. 13.4. 1 Cash/cash equivalent position 

The Municipality’s forecast cash position was discussed as part of the budgeted cash flow 
statement. A ’positive’ cash position, for each year of the MTREF wouid generally be a minimum 
requirement, subject to the planned application of these funds such as cash-backing of reserves 
and working capital reguirements. 


If the municipality's forecast cash position is negative, for any year of the medìum term budget, the 
budget is very unlikely to meet MFMA requirements or be sustainable and could indicate a risk of 
non-compliance with section 45 of the MFMA which deals with the repayment of short term debt at 
the end of the fìnancial year. 


7 , 13.4.2 Cash plus investments less applìcatìon offunds 

The purpose of this measure is to understand how the municipality has applied the available cash 
and investments as identified in the budgeted cash flow statement. The detail reconciliation of the 
cash backed reserves/surpluses is contained in the prevtous page. the reconciliation is intended to 
be a relatively simple methodology for understanding the budgeted amount of cash and investments 
available with any planned or required applications to be made. This has been extensiveiy discussed 
above. 
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1. 13.4.3 Monthly average payments covered by cash orcash equivalents 
The purpose of this measure is to understand the level of financial risk should the municipality 
be under stress from a collection and cash in-flow perspective. Regardless of the annual cash 
position an evaluation should be made of the ability of the Municipality to meet monthly payments 
as and when they fall due It is especially important to consider the position should the municipality 
be faced with an unexpected disaster that threatens revenue colleciion such as rate boycotts. 


1.13.4.4 Surplus/deficit excluding depreciation offsets 

The main purpose of this measure is to understand if the revenue levels are sufficient to conclude 
that the community is making a sufficient contribution for the municipal resources consumed each 
year. An ‘adjusted’ surplus/deficit is achieved by offsetting the amount of depreciation related to 
externally funded assets Municipalities need to assess the result of this calculation taking into 
consideration its own circumstances and levels of backlogs. If the outcome is a deficit. it may indicate 
that rates and service charges areinsufficient to ensure that the community is making a sufficient 
contribution towardthe economic benefits they are consuming over the medium term. For the 
2017/18 MTREF and outeryears the municipality has deficits. 

It needs to be noted that a surplus or deficit does not necessarily mean that the budget is funded 
from a cash flow perspective and the first two measures in the table are therefore critical. 


1. 13.4.5 Property Rates/service charge revenue as a percentage increase less macro infiation target 
The purpose of this measure is to understand whether the municipality is contributing appropriately 
to the achievement of national inflation targets. This measure is based on the increase in ‘revenue\ 
which wìll include both the change in the tariff as well as any assumption about real growth such as 
new property development, services consumption growth etc. 

The factor is calculated by deducting the maximum macro-economic inflation target increase (which 
is currently 3 - 6 percentj.The result is intended to be an approximation of the real increase in 
revenue. From the table above it can be seen that the percentage growth is higher than forecasted 
CPIX for the respective financial year of the 201 7/1 8 MTREF which is mainly due to higher electricity 
tariff increase However, the outcome is lower than it might be due to the slowdown in the economy 
and a reduction in consumption patterns. This trend will have to be carefully monitored and managed 
with the implementation of the budget. 


1.13.4.6 Cash receipts as a percentage of ratepayer and other revenue 

This factor is a macro measure of the rate at which funds are 'collected’. This measure is intended 
to analyse the underlying assumed collection rate for the MTREF to determine the relevance and 
credìbility of the budget assumptions contained in the budget. It can be seen that the outcome is at 
99.1 per cent for 2017/18 and 90.8percent for the outer financial years. Given that the assumed 
collection rate was based on a 20 per cent performance target, the cash flow statement has been 
conservatively determined. However, the percentage in the above table includes direct receipts for 
services being paid in cash such as agency services and permits. This measure and performance 
objective will have to be meticulously managed. Should performance with the mid-year review and 
adjustments be positive in relation to actual collections of billed revenue, the adjustments budget 
will be amended accordingly. 


1.13.4.7 Debt impairment expense as a percentage of billable revenue 

This factor measures whether the provtsion for debt impairment is being adequately funded and is 
based on the underlying assumption that the provision for debt impairment (doubtful and bad debts) 
has to be increased to offset under-collection of billed revenues. The provision has been 
appropriated at 20 per cent over the MTREF. 
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7 .13.4.8 Capital payments percentage of capital expenditure 

The purpose of thìs measure ts to determine whether the timing of payments has been taken into 
consideration when forecasting the cash position. It can be seen that a 100 per cent payments has 
been factored into the cash position forecasted over the entire financial year. 


7 . 13.4.9 Transfers/grants revenue as a percentage ofGovernment transfers/grants available 
The purpose of this measurement is mainly to ensure that all available transfers from national and 
provincial government have been budgeted for. A percentage less than 1 00 per cent could indicate 
that not all grants as contained in the Division of Revenue Act (DoRA) have been budgeted for. The 
Municipality has budgeted for all transfers and therefore no percentage is being shown as 
outstanding. 


1.13.4. lOConsumer debtors change (Current and Non-current) 

The purpose of these measures are to ascertain whether budgeted reductions in outstanding 
debtors arerealistic.There are 2 measures shown for this factor; the change in current debtors and 
the change in long term receivables. both from the Budgeted Financial Posìtion. 

1.13.4.11 Repairs and maintenance expenditure level 

This measure must be considered important within the context of the funding measures criteria 
because a trend that indicates insufficient funds are being committed to asset repair could also 
indicate that the overall budget is not credible and/or sustainable in the medium to long term 
because the revenue budget is not being protected. 

1.13.4. 12Asset renewal/rehabilitation expenditure level 

This measure has a similar objective to aforementioned objective relating to repairs and 
maintenance. A requirement of the detailed capital budget (since MFMA Circular 28 which was 
issued in December 2005) is to categorise each capital project as a new asset or a 
renewal/rehabilitation project. The objective is to summarise and understand the proportion of 
budgets being provided for new assets and also asset sustainability. A declining or low level of 
renewal funding may indicate that a budget is not credible and/or sustainable and future 
revenue is not being protected, similar tothejustification for 'repairs and maintenance’ budgets. 
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1.14 Expenditure on grants and reconciliations of unspent funds 

MBRR SA19 - Expenditure on transfers and grant programmes 
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MBRR SA 20 - Reconciliatîon between of transfers, grant receipts and unspent funds 
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1.15 Councillor and employee benefits 

MBRR SA22 - Summary of councillor and staff benefits 
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MBRR SA23 • Salaries, allowances and benefìts (political offìce bearers/councillors/ senior 
managers) 
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MBRR SA24- Summaryof personnel numbers 
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1.16 Monthly targets for revenue, expenditure and cash flow 

MBRR SA25 - Budgeted monthly revenue and expenditure 
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Contracts having future budgetary implícations 


0 >, 

-S' 

3 

m 


T3 

c 

c o 

CD LC — < 
O. O C 
X o o 

75 £ 
■o > 
cuj ra 
CD-n a 

Q) 

=: 0) >, 
g£ = 

QJ W 

C- tu ro 

E£ S 

fe ® •" 

«r o o> 

III 

0J E £ 
c t o 
c -o « 

<U 3 -5 
£ « -J 

r; </> o 

T3 tí 
c o c 
o CL <D 

í£l 

S"-l 

|Si 

5 n _ 
ro ~ .2 

a»! ë 

CO o co 
tn p.£ 

u cd ^ 
CD thr o 

c ® £ 

si I 

g (0 
-3 W 

^ y c 
- 2 ® 
PÎ E 
û- o E 

E £ o 
<u o 
cj>iá c 
CD m CD 
^ U Ç 
C U- 

2 gö 
= îli E 

ÍU 


u 


CD 


: *o o 
cü 

05 .9 
> C (D 


O 


CL Ç 


JD 

O 


</> 

<fì 


CD 


CL O 

co 

S « 
££ I 

~ cn 

S2 u 

CD 

QJ ö 
C 

OJ E 
QJ O 

u 

c 

^ o 

o 76 

5 y 

OJ -O 

E , 2 , 

CD '5' 

0 = < 


'ü CD s 
■— m 


0 ) , 

£ ë 

iî = 

co 


Cü 


j 2 

o 

</5 

CD 


i 

0 ) 

c 

OJ 

1- 

<D 

£ 

c 

<D 

£ 

tn 

<D 

tfì 

tfì 

CD 

ä 

0 ) 


o 

oS 


0 ) 

E 

E 

2 

O) 

2 

o. 

0 ) 

u. 

3 


0 > 

a. 

x 

<D 

75 

Q_ 

CD 

O 

Cfl 

V 

75 

o. 

‘o 

ì J 3 

2 9 i 

û) co 
-C O 
-*-* 1 *^ 

o ° 

« ^ § 

— m U 


= cô 


ÛJ 

“O 

£ 

3 

T 5 

C 

0 ) 

a 

x 

0 ) 


a 

co 

O 


QJ 


(D CD 

s E 

S « 


Xí 

CD 


CD 


jS Ol 

o £ 

£ QJ 


— £ £ 
iS 95 


S J 6 * í 

oö C 
2 á « 
< 

H CD í/ 


r*. 


May 2015 


Emalahlenl Municipality 2017/18 Draft Annual Final Budeei and MTREF 


l 

I 

í 

c 

11 

líDiilililîüiüllliIüilillüliiilllìlllllÌillllllilll 

s 

! 

i 

i 

St« 0 O 0 h (0 « o L - «- v « 

!!i!i!!!iEi!i!!i!ilii!!!i!iii!!!ii!3!!!|||!ii!!i!Ii!iSii 

< 

ì 

C jf 

î‘ 

ll 

11 

1 ft 

X 

3; 

5 

ca * 

82 2 8 §8 18 88828 3 

« ^ *- *- ■* *• « rt j 

« * 

i 

8822222 2 2 8 2 25;§ 8 3 3 3 § 

Mfl Ç 

i 

; 

!. 

► r 

H 

n 

§ 1 2 1 M '228Î5Ì58IIÌÌ 222 82SS2 32 m 2-- 222« 8 

« «- * - --- « ««- f 

í 

1 0 

ü 

1 

*• 

l 

1 0 
i 

Is]j 

ÌUl 

0 

' 

jjf 



li 

1‘ 

8§82222823 8 ?^2828§S22222 2 2H§22iS223333"2^-228 fi §ä3§8 

ma ********* ir out a nnfh * r* rtrr«« 

*- ^ N 

ì 

K 



f 

i 

1 

1« 

2 o 
< a 

« i 

? 1 
1 1 
ri 

-H 

y| 

c 

i 

d 

a 

3 

s 

5 

UJ 

V 

i 

£ 

tt 

>*■ • K ^ 

j *■ « ** rt 

t 0 0 0 0 

i » í î«îî 

ì S i 4 í ] * í î î 

«g:s S sîiia n 

s “ a 2 uî 2 (• g cEËE iî 

;uilw W “ í S E |i 

íaia a« s | 5 uouiij ü 

S5 î g í 2 î 2 2 S SS 

îl*t* *s «« * S íj ooooa ** 

» * “ * 4 1 2 8 1 Ìl j“ < 3i wSüuO ì\ 

. î?^§!§ 2 “ «idri í 1 "w SgíL ««« ““““j “ 

l fsfswSggs ië z f d HjJ ëëuy yo ágga| aa 

i ^Shs‘MI! ««ûouSJ S 3 S“a SSSSb^ddhîê 

ÜsilSjjjl iiiijs[! 0í0 ss s i|;Ji Pi ss 1 fü ; ,111 

f iÜEÌiai'h- s**ììSlíU!| üÍMssMi häfpjhü iliilliiii 

1 SsHi^^s.SSSÌMÍSäoSs^^iHîiJpgsissHäíMiysSîPÎ^SS 
t Sliillfi íÌIsSÎS8íí2«îffííggliui|Ì3ì“í 35*3^1 üiifisüshtl í 

iSPË6lüÈ!ClüèÊlü 3 ^ í: íííSSS5*8t;Éi6ûfi J î È 3 3aäjjE5Sfe-j-fcj-jj|jfeíj|--jjjOí.ia 

f S sS8l3|säsass2 2 ä 2 sss 2 ; a|S äísiàasíáätìEsaaalalss ■ !ssa L 

Üimüiii.üiSÜSiiiísiiìii ^ii!!iiii!l3iiiiil!âiiì3i!ii j 

f 1 X X X rf X tf X 1 X 1 X 1 X 1 X X X 1 X 1 X 1 X 1 X X X X 1 X 1 X 1 X 1 X X 1 ^ X 1 X 1 x/ X 1 X X X 1 X 1 X 1 X 1 X 1 X' X X X X 1 X 1 X 1 X 1 X 1 X 1 X X X 1 X 1 X 1 X 1 X X 1 X f 

■ OOÜÜOOOUÜaüOOÜOÜÜÜÜÜÜÜOOÜUÜOUUtíOUÜOUÜÜÜÜÜUÜUOOÜÜÜÜüOülJÜO 5 
à u u y iL u i u uj u u ut tu u iu u u u u u u o u o u iu u u u C unu u u u u u ui w w w unu u u u ui u ui y u u o u u u u £ 


May 2015 


Emalahleni Munlcipality 


2017/18 Draft Annual Final Budeet and MTREF 


1.18 Legislation compliance status 

Compliance with the MFMA implementation requirements have been substantially adhered to 
through the following activities: 

1. In year reporting 

Reporting to National Treasury in electronic format was fully complied with on a monthly 
basis. Section 71 reporting to the Mayor (within 10 working days) has progressively improved. 

2. Internship programme 

The Municipality is participating in the Municipal Financial Management Internship 
programme and has employed six interns undergoing training in various divisions of the Financial 
Services Department. Of the five interns one has already been appointed permanently from 01 
February 201 7. 

3. Budget and T reasury Office 

The Budget and Treasury Office has been established in accordance with the MFMA. 

4. Audit Committee 

An Audit Committee has been established and is fully functional. 

5. Service Delivery and Implementation Plan 

The detail SDBIP document is at a draft stage and will be finalised after approval of the 
2017/18 MTREF in May 2017 directly aiigned and informed by the 2017/18 MTREF. 

6. Annual Report 

Annual report is compiled in terms of the MFMA and National Treasury requirements. 

7. MFMATraining 

The MFMA training module in electromc format is presented at the Municipality’s internal 
centre and training is ongoing. 

8. Policies 

An amendment of the Municipal Property Rates Regulat ons as published in Government 
Notice 363 of 27 March 2009. was announced in Government Gazette 3301 6 on 1 2 March 
2010. The ratios as prescribed in the Regulations have been complied with. 
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BRR Table SA2 - Matrix financial performance budget (revenue source/expenditure type and 
department) 
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MBRR Table SA3 - Supportíng detail to Statement of Financial Posîtion 
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MBRR Table SA9 - Socîal, economîc and demographic statistics and assumptions 
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1.19 Municipal Manager’s guality certificate 


I Dr, SW Vatala. Municipal Manager of Emalahleni Munici pality, hereby certify that the annual 
budget and supporting documentation have been prepared in accordance with the Municipal 
Finance Management Act and the regulations made under the Act, and that the annual budget 
and supporting documents are consìstent with the Integrated Development Plan of the 
municipality. 

Print Name Dr SW VATALA 
Municipal Manager of Emalahleni Municipality 
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